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This report presents the results of our review of the granting of extensions of time to file
individual income tax returns. The overall objective of the review was to determine the
effect that the existing tax laws, tax regulations, and Internal Revenue Service (IRS)
policies and practices for granting extensions of time to file are having on taxpayer
compliance, timely revenue receipts, fairness for all taxpayers, taxpayer burden, and
processing costs. Extensions of time to file are granted to taxpayers that require more
time to file their tax returns.

In summary, based on the increasing tax payment noncompliance in recent years, the
IRS regulations and related operational practices for granting extensions of time may
have caused many taxpayers to lose respect for the April 15 deadline for paying income
taxes. The IRS regulations and practices for granting extensions also treat taxpayers
differently for the same payment noncompliance, create unnecessary taxpayer burden,
increase operating costs for the IRS, and reduce current year tax receipts.

The IRS granted extensions of time to file to approximately 6.9 million" individual
taxpayers in Calendar Year (CY) 1999. Many of these taxpayers subsequently
presented the IRS with significant compliance problems. Approximately 2.1 million of

! The actual number of extensions granted was 7.5 million. For the purpose of our analyses, however, we excluded
approximately 600,000 extensions that were granted to taxpayers who file on a fiscal year basis or reside outside of
the United States since these taxpayers are subject to unique extension rules. We also excluded those taxpayers
who, despite being granted an extension, chose to file by April 15.
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these taxpayers did not pay their taxes by April 15 as required by the Internal Revenue
Code (I.R.C.). This noncompliance delayed the collection of taxes totaling $12.7 billion,
of which $8.5 billion was not collected in the fiscal year in which the taxes were due.
Further, $1.5 billion of these taxes remained uncollected almost two and one-half years
after they were due.

Extension filings are increasing at a rate of four times that of return filings. Paralleling
this, the noncompliance among taxpayers with extensions of time to file is escalating
rapidly. The amount of tax not paid by April 15 by taxpayers with extensions increased
by 32 percent between CY 1999 and CY 2001. Based on this rate of increase in tax
underpayments and the IRS’ projections of growth in extension use, we estimate that in
2008, taxpayers with extensions of time to file will be responsible for approximately
$46.3 billion in delinquent taxes. Of this amount, $29.8 billion will not be paid until after
the end of Fiscal Year 2008.

At the root of these compliance problems is a decision by the IRS, made under authority
delegated by the Congress, to grant extensions of time to file to taxpayers who have not
paid their taxes by April 15 (see Appendix VI for historical background). This decision
generally prevents the IRS from assessing the Delinquency Penalty® of 5 percent per
month that would otherwise apply to the delinquent taxes of many taxpayers with
extensions. The current IRS extension regulations not only prevent the IRS from
assessing Delinquency Penalties in response to this noncompliance, but they also
require compliant taxpayers (i.e., those who pay all their taxes by April 15) to needlessly
file extension forms.

For more than a decade, various internal study groups have encouraged IRS
management to improve payment compliance among taxpayers with extensions of time
to file. They have sought changes in the regulations*® for granting extensions that would
provide incentive for timely payment of taxes through the assessment of the
Delinquency Penalty and, at the same time, eliminate the burden of extension filing for
compliant taxpayers. However, IRS management has been unwilling to change the
extension regulations to meet these goals.

The tax system could be jeopardized by allowing the increasing use of extensions to
delay tax payments and to prevent the assessment of significant penalties for tax
underpayments. The tax system depends on all taxpayers who are voluntarily meeting
their tax obligations having confidence that their neighbors are also complying. Thus,
public confidence in the fairness of the tax system could be undermined if the IRS was
perceived as placing unnecessary burdens on compliant taxpayers to file extension
forms that, in effect, primarily serve to protect noncompliant taxpayers from penalties for
late tax payments.

2 April 15 is the normal due date for filing most U.S. Individual Income Tax Returns (Form 1040).

® The Delinquency Penalty is also known as the Failure-to-File Penalty, although it could be applied to less than
one-third of taxpayers who failed to file timely in CY 1999.

* Tax regulations are rules, having the force of law, issued by the IRS to interpret and apply laws added to the I.R.C.
by the Congress.
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We recommended that the IRS change the extension regulations to provide clear,
quantifiable guidelines regarding the level of payment compliance needed to obtain
extensions of time to file; establish October 15 as the sole extended due date; provide
equitable safeguards, commonly called “safe harbors,” to ensure that Delinquency
Penalties are not assessed for inadvertent or minor underpayments; and require
assessment of the Delinquency Penalty starting at April 16 for any delinquent tax
amounts in excess of safe harbor allowances.

We also recommended that once the above changes to the IRS regulations have been
implemented and improved payment compliance has been achieved through the
equitable application of the Delinquency Penalty, the IRS consider changing the
regulations to eliminate the requirement to send extension requests to the IRS. Finally,
we recommended that the Commissioner, Wage and Investment Division, revise the tax
packages mailed to taxpayers each year to include information that would help
taxpayers to make informed decisions regarding tax payment and filing alternatives.
This should include information similar to that contained in Truth in Lending Act®
statements.

Management’'s Response: Management’s response was due on July 31, 2003. As of
August 4, 2003, management had not responded to the draft report.

Copies of this report are also being sent to the IRS managers who are affected by the
report recommendations. Please contact me at (202) 622-6510 if you have questions,
or your staff may call Parker F. Pearson, Director (Small Business Compliance), at
(410) 962-9637.

15 U.S.C. §§ 1601 — 1666 (2002). Truth in Lending Act statements required of commercial lenders must provide a
total accounting of all financing costs to help borrowers make informed decisions about borrowing alternatives.
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Background

America’s voluntary tax system relies on the timely filing of
tax returns and the timely payment of taxes to efficiently
operate. The filing of a tax return establishes a taxpayer’s
tax liability, as well as any overpayment that must be
refunded or any underpayment that must be collected.
Therefore, delaying the filing of a tax return can slow the
identification and collection of underpaid tax amounts.

The Congress, through the Internal Revenue Code (1.R.C.),
established April 15 as the due date for filing individual
income tax returns' and for paying the taxes owed on these
returns.” The I.R.C. establishes three primary sanctions for
not paying taxes by April 15: a Delinquency Penalty,* a
Failure-to-Pay (FTP) Penalty,* and interest.®

Interest and FTP Penalty assessments begin on the first day
of delinquency (normally April 16 for newly filed returns)
and continue until the delinquent taxes are paid. The
beginning date of Delinquency Penalty assessments depends
on whether the tax returns revealing delinquent taxes are
considered late.

The determination as to whether a tax return filed after
April 15 is late depends on whether the Internal Revenue
Service (IRS) has granted the taxpayer an extension of time
to file under authority delegated to it by the Congress.°

126 U.S.C. § 6072(a) (2000).

226 U.S.C. § 6151(a) (2000).

26 U.S.C. § 6651(a)(1) (2000). This penalty is commonly referred to
as either the Failure-to-File Penalty or the Delinquency Penalty. The
penalty does not apply to taxpayers who have paid all taxes by April 15
and, thus, could be applied to less than one-third of taxpayers who failed
to file timely in Calendar Year (CY) 1999. Therefore, the more accurate
term of Delinquency Penalty will be used throughout this report. The
Delinquency penalty is 5.0 percent per month and generally cannot
exceed 25 percent of the tax liability. The Delinquency Penalty is
reduced by the amount of the Failure-to-Pay Penalty if they apply
concurrently.

426 U.S.C. § 6651(a)(2) (2000). The FTP Penalty is 0.5 percent per
month and cannot exceed 25 percent of the taxpayer’s delinquent taxes.
®26 U.S.C. §8 6621(a)(2) and (b)(2) (2000). Interest is assessed daily
on unpaid delinquent taxes at rates that change each calendar quarter.
®26 U.S.C. § 6081(a) (2000).
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Income tax regulations’ provide guidelines for obtaining
extensions of time to file.® By law, an extension of time to
file is not an extension of time to pay.’

To receive an automatic 4-month extension to August 15, an
individual taxpayer must submit an Application for
Automatic Extension of Time to File U.S. Individual
Income Tax Return (Form 4868)™ to the IRS by April 15.
No justification is required. To receive an additional
2-month extension to October 15, an individual taxpayer
must submit an Application for Additional Extension of
Time to File U.S. Individual Income Tax Return

(Form 2688) to the IRS by August 15. The additional
extension requires an explanation of why the additional time
is needed.

In CY 1999, approximately 6.9 million' individual
taxpayers requested and were granted automatic 4-month
extensions of time to file. The IRS also granted additional
2-month extensions of time to 2.4 million of these
taxpayers.

To perform the audit, we extracted and computer-analyzed
4 years of IRS Individual Master File*” data for each of the
11.7 million taxpayers who had either requested extensions of
time to file Tax Year (TY) 1998 returns, or had filed these
returns after April 15, 1999. To validate our observations
from this time period, we analyzed TY 2001 filing and
payment information for an additional 10.8 million taxpayers.

" Tax regulations are rules, having the force of law, written by the IRS to
interpret and apply laws added to the I.R.C. by the Congress.

826 C.F.R. § 1.6081-4 (2000).

%26 U.S.C. § 6081(a) (2000) and 26 U.S.C. § 6161(a)(1) (2000).

19 Taxpayers may also request extensions electronically, as did
approximately 5.5 percent of extension filers in CY 2001.

1 The actual number of extensions granted was 7.5 million. For the
purpose of our analyses, however, we excluded approximately
600,000 extensions. We excluded extensions that were granted to
taxpayers who file on a fiscal year basis or reside outside of the

United States, since these taxpayers are subject to unigue extension
rules. We also excluded taxpayers who, despite being granted
extensions, filed by April 15.

'2 The IRS database that maintains transactions or records of individual
tax accounts.
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Regulatory Changes Are
Needed to Increase Taxpayer
Compliance, Improve Fairness
to All Taxpayers, Reduce
Taxpayer Burden, and Reduce
Government Costs

The audit was performed in accordance with Government
Auditing Standards between October 2001 and

February 2003. We did not test management controls since
they were not significant to our audit objective. Detailed
information on our audit objective, scope, and methodology
is presented in Appendix I. Major contributors to the report
are listed in Appendix II.

The growth rate in late tax payments among taxpayers with
extensions of time to file individual income tax returns
strongly suggests that the IRS regulations® and related
operational practices for granting extensions have caused
many taxpayers to lose respect for the April 15 deadline for
paying income taxes. IRS regulations and practices also
treat taxpayers differently for the same payment
noncompliance, create unnecessary taxpayer burden,
increase operating costs for the IRS, and reduce current year
tax receipts.

The IRS granted extensions of time to file tax returns to
approximately 6.9 million individual taxpayers in CY 1999.
Many of these taxpayers subsequently presented the IRS
with significant filing and payment compliance problems:

* Approximately 1.3 million taxpayers filed their tax
returns after the extension periods had expired.

» An additional 935,000 taxpayers had not filed their
tax returns by September 20, 2001 (29 months after
the regular April 15, 1999, due date).

* Approximately 2.1 million taxpayers with extensions
had failed to pay all of their taxes by the regular
April 15 due date.

» Over 700,000 taxpayers with extensions had balance
due accounts after filing their returns.

Only 52 percent of the taxpayers with extensions had both
paid all of their taxes by April 15 and filed their tax returns
by their extended due dates. In contrast, 99 percent of the
taxpayers not obtaining extensions had either paid all of

326 C.F.R. § 1.6081-4 (2000).
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their taxes by April 15 or filed their returns by April 15 to
report their underpayments.

Figure 1 demonstrates the economic impact of the payment
noncompliance among taxpayers with extensions of time to
file. Taxpayers with extensions accounted for 88 percent of
all delinquent taxes reported on individual income tax
returns filed after the regular April 15, 1999, due date. This
information presents an early indication that the filing of
extensions may be the strategy of choice for taxpayers who
are unable or unwilling to pay their taxes by April 15.

Figure 1: TY 1998 Delinquent Taxes on
Individual Income Tax Returns Filed After April 15, 1999

7
NO EXTENSIONS ($1.8 Billion Delinquent Taxes)

88 %

WITH EXTENSIONS ($12.7 Billion Delinquent Taxes)

Source: Treasury Inspector General for Tax Administration (TIGTA)
Analysis of IRS Individual Master File Data.

This information also suggests that the existing sanctions for
penalizing the tax underpayments by taxpayers with
extensions are ineffective for achieving compliance and are
hampering the IRS’ efforts to carry out its commitments to
America’s taxpayers.

The IRS mission statement conveys the IRS’ commitment to
helping taxpayers ““understand and meet their tax
responsibilities by applying the tax law with...fairness to
all.”” To help taxpayers understand the importance of
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compliance, the 1.R.C. authorizes the IRS to penalize
taxpayers who fail to timely file their tax returns and/or
timely pay their tax liabilities.

Supporting the mission statement that the IRS will apply the
tax law with fairness to all is IRS Penalty Policy P-1-18 that
states:

In the interest of an effective tax system, the
Service uses penalties to encourage voluntary
compliance by: (1) helping taxpayers
understand that compliant conduct is
appropriate and that noncompliant conduct is
not; (2) deterring noncompliance by imposing
costs on it; and (3) establishing the fairness of
the tax system by justly penalizing the
noncompliant taxpayer.

The IRS is not meeting its mission statement’s commitment
to taxpayers, since the regulations and related operational
practices for extensions of time to file are preventing the
proper operation of tax laws requiring the timely payment of
taxes and the assessment of appropriate penalties for late
payments.* As a result, taxpayers with extensions are not
being justly penalized for their payment noncompliance.
Instead, the granting of an extension by the IRS prevents the
assessment of the Delinquency Penalty® during the
extension period regardless of the amount of taxes that were
underpaid at April 15.

Without the Delinquency Penalty of 5.0 percent per month,
the only sanctions against taxpayers with extensions of time
to file are interest charges and the FTP Penalty. In

CY 1999, however, these two sanctions produced a
maximum combined penalty of only 4.7 percent for
taxpayers with 4-month extensions and only 7.1 percent for

1426 U.S.C. § 6072(a) requires payment by April 15 regardless of
extensions of time to file, while 26 C.F.R. § 1.6081-4 provides
extensions to taxpayers who have not paid by April 15 and prevents the
assessment of the Delinquency Penalty in 26 U.S.C. § 6651(a)(1).

1> On grounds other than the amount of unpaid taxes, the IRS can
declare an extension void during a tax return examination and
retroactively assess the Delinquency Penalty against the taxpayer.
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taxpayers with 6-month extensions. By January 2003, the
combined sanctions had fallen to 3.7 percent and
5.5 percent, respectively.

Prior to 1993, the regulations provided for granting
extensions of time to file only to those taxpayers who had
attested, under the penalty of perjury, that their anticipated
tax liability was full paid by April 15. If the IRS
subsequently determined that the taxpayers had not provided
a “reasonable estimate” of their tax liabilities, the extensions
could be considered null and void and the Delinquency
Penalty could then be assessed against any underpayments.
In actual practice, however, the IRS infrequently assessed
the Delinquency Penalty against taxpayers who had been
granted extensions even if the taxpayers had substantially
misstated their tax liabilities or had substantially underpaid
their taxes by April 15.

The negative effects of this practice were identified in 1993
when the IRS’ Inspection Service (now the TIGTA)
reported’® that, ““...the continued taxpayer abuses of the
extension privilege and laxity in enforcement that exists
under the current regulations have combined to delay the
collection of billions of dollars in individual income taxes.”
The report estimated that taxpayers who had been granted
extensions of time to file their TY 1989 returns had failed to
pay $5.5 billion in taxes that were owed by the April 15,
1990, payment due date. The report, as had some IRS
studies, recommended assessing the Delinquency Penalty
against noncompliant taxpayers and eliminating the
requirement for compliant taxpayers to file applications for
extensions of time to file.

Management at the IRS initially planned to make these
changes. However, the changes were never implemented
due primarily to concerns expressed by the tax practitioner
community. Instead, in 1993, the IRS announced" that it
was eliminating the requirement to pay all taxes due by

18 Follow-Up Review: The Processing of Extensions of Time to File
(Reference Number 030303, dated April 5, 1993).
7 Notice 93-22, 1993-1 C.B. 305, April 7, 1993.
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April 15 to qualify for an extension (see Appendix V1 for
historical background).

The IRS subsequently revised its regulations,* thereby
exempting taxpayers with extensions of time to file from the
Delinquency Penalty regardless of the amount of taxes that
were unpaid on April 15. The instructions on the extension
forms now tell taxpayers that while an extension of time to
file is not an extension of time to pay, they do not need to
pay their taxes by April 15 unless they choose to do so.

A recent study® by the Joint Committee on Taxation (JCT)
stated that complex or ambiguous tax laws can create
uncertainty that can reduce taxpayer perceptions of fairness
in the Federal tax system in the following ways:

* The disparate treatment of similarly situated
taxpayers can lead individual taxpayers to believe
that they bear a disproportionate tax burden.

» Taxpayers may feel that certain tax laws confer an
advantage to taxpayers who are willing and able to
obtain professional advice on reducing their tax
liabilities.

» Confusing tax provisions may lead to inadvertent
noncompliance and cynicism among taxpayers,
which ultimately can lead to intentional
noncompliance.

The following are the significant effects of the IRS’ revised
extension regulations and related operational practices:

» Delinquent taxes owed by taxpayers with extensions
of time to file are rising as the respect these
taxpayers have for the April 15 payment deadline is
apparently declining.

» Fairness to all taxpayers is not being achieved since
similarly situated taxpayers are assessed

8 TD 8703, 1997-8 I.R.B. 18.

19 JCT, Study of the Overall State of the Federal Tax System and
Recommendations for Simplification, Pursuant to Section 8022(3)(B) of
the Internal Revenue Code of 1986 (JCS-3-01), April 2001.
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significantly different penalty amounts for
delinquent taxes.

» Taxpayer burden is being created since the extension
requirements are ambiguous and complex for
taxpayers who do not receive professional tax
advice.

» Federal Government costs are being incurred to
process unnecessary forms, and the Government is
losing the benefits normally derived from the prompt
collection of tax revenues.

The cumulative effect of these problems could erode public
confidence in the fairness of the tax system. The tax system
depends on all taxpayers who are voluntarily meeting their
tax obligations having confidence that their neighbors are
also complying. The tax system will be further undermined
if taxpayers increasingly use extensions of time to file to
also delay the payment of their taxes and prevent the
assessment of significant penalties for the late payments.

The following is a detailed analysis of each of the effects
that the IRS extension regulations and practices have on tax
administration.

Payment delays have been increasing in dollar volume
since implementation of the 1993 changes to the
extension requlations

Following the 1993 elimination of tax payments as a
condition for obtaining extensions of time to file, the
number of extension requests has grown over four times as
fast as tax return filings. Over one-third of the taxpayers
granted extensions in CY 1999 eventually filed returns
reporting taxes that were not paid by April 15. Nearly
one-half of these taxpayers were also underpaid in other tax
years, delaying the collection of $25.6 billion in taxes
between 1998 and 2001. The frequency and magnitude of
tax underpayments among taxpayers with extensions of time
to file pose a danger to the tax system, particularly if
increasing numbers of taxpayers are inclined to obtain
extensions to delay tax payments.
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The increasing use of extensions of time to file has been
accompanied by increasing tax payment delinquencies. In
CY 1999, taxpayers with extensions of time to file failed to
pay $12.7 billion in taxes by April 15. The amount of
delinquent taxes owed by taxpayers with extensions then
increased by 32 percent between 1999 and 2001.

Figure 2 shows that if the growth rate in late tax payments
continues at the same rate experienced between 1999 and
2001, taxpayers with extensions of time to file will be
responsible for approximately $46.3 billion in delinquent
taxes in 2008.

Figure 2: Estimated Delinquent Taxes Owed by Taxpayers
with Extensions of Time to File - 2001 to 2008%°

(" ($Billions) )
$50 $46.3

$45-

$40-

DELINQUENT TAXES

Source: TIGTA Analysis of IRS Individual Master File Data and
IRS Projections of Growth in Extension Filing.

Contributing to the growth in delinquent tax dollars is the
degree to which many taxpayers with extensions of time to
file underpay their taxes. As shown in Figure 3, many
taxpayers with extensions made little or no effort to pay
their taxes by April 15, 1999. For example, the far right
column of Figure 3 shows that 301,000 taxpayers who had

% Assumes no changes to the current extension regulations, that the
actual delinquency growth rate experienced between 1999 and 2001 will
continue at a rate of one-half the 2-year rate per year, and the IRS’
projections of the number of extensions to be requested materialize.
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made no tax payments at all by April 15 owed

$1.8 billion in delinquent taxes. In all, 800,000 taxpayers
with extensions had paid less than one-half of their tax
liabilities by April 15, 1999.

Figure 3: Delinquent Taxes as a Percentage of Tax Liability

( == DEL INQUENT TAXPAYERS (Thousands) )
—e— DELINQUENT TAXES ($Billions)

$2.0
$1.8
$1.6
$1.4
$1.2
$1.0
$0.8
$0.6
$0.4
$0.2

DELINQUENT TAX AS PERCENT OF LIABILITY
\. J

Source: TIGTA Analysis of IRS Individual Master File Data.

While it is understandable that some taxpayers who obtain
extensions of time to file may not know their exact tax
liabilities before their returns are completed, these figures
seem to indicate a lack of concern or due care regarding tax
payments.

Figure 4 presents a 4-year history of the taxpayers who filed
their tax returns after the regular April 15, 1999, due date —
with or without obtaining extensions. It shows that the
taxpayers who had obtained extensions in 3 or more years
accounted for almost 77 percent of the delinquent taxes.
This strong relationship between delinquent taxes and the
frequency of extension use suggests that some extension
filers are indifferent to both the importance of timely tax
payments and the impact of current penalties for late tax
payments.
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Figure 4: Relationship Between Extension Use
and the Amount of Delinquent Taxes Owed
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Source: TIGTA Analysis of IRS Individual Master File Data.

A group of approximately 1.0 million taxpayers was
responsible for $25.6 billion (68.4 percent) of the

$37.4 billion in late tax payments shown in the 2 far right
columns of Figure 4. These 1.0 million taxpayers were
granted extensions of time to file in at least 3 years between
1998 and 2001 and failed to pay their taxes on time at least
twice during the 4-year period.

In 1998, the average income for this group of 1.0 million
chronically noncompliant taxpayers was $104,000,* or

2.4 times higher than the national average for that year.
Most of these taxpayers had at least some self-employment
income and had their tax returns prepared by paid preparers.

As a group, these taxpayers had underpaid their taxes at
April 15, 1999, by an average of approximately $8,000.
Approximately 174,000 of these taxpayers had made no tax
payments at all by April 15. Over 7,800 taxpayers were
underpaid by more than $100,000 each, while 169 taxpayers
were underpaid by more than $1.0 million each.

Figure 5 shows common characteristics of these 1.0 million
chronically noncompliant taxpayers.

2! Taxpayer income figures represent the total income on the tax return
before adjustments to income.
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Figure 5: Characteristics of Chronically Noncompliant Taxpayers
That Obtain Extensions (TY 1998 Data)

( )
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Source: TIGTA Analysis of IRS Individual Master File Data.

In summary, there is evidence that a core group of taxpayers
with relatively substantial income has taken advantage of
the IRS extension regulations and practices to delay the
payment of taxes that are due by April 15. The assessment
of interest and FTP Penalties does not appear to provide
these taxpayers with sufficient incentive to pay their tax
obligations by the payment due date. If extension use
continues to grow at a rate that is over four times as fast as
that of tax return filings,? we believe that the apparent
indifference to making timely tax payments among
taxpayers with extensions will likely grow as well.

22 The growth in extension filings from 1993 through 2001 was 4 times
the growth of return filings. The IRS projects future extension growth at
2.6 times that of return filings. We did not review the assumptions or
methodology for the lower IRS projections, but relied on them for
TIGTA estimates of future extension activity throughout this report.

Page 12



The Regulations for Granting Extensions of Time to File Are Delaying the Receipt of
Billions of Tax Dollars and Creating Substantial Burden for Compliant Taxpayers

Fairness to all taxpayers is not achieved since similarly
situated taxpayers are assessed significantly different
penalty amounts

The current extension process does not promote fairness to
all taxpayers since similarly situated taxpayers should be
treated in a like manner. Further, fairness to all taxpayers
suggests that all taxpayers should be confident that other
taxpayers are compliant and that, when noncompliance
occurs, appropriate penalties will be assessed. As shown in
the following hypothetical example, the current extension
process does not accomplish these results.?

Table 1: Identical Delinquent Taxes, Identical Payment Dates,
Identical Filing Dates, Extension Protects Taxpayer A

Taxpayer A Taxpayer B

Taxes Owed on 4/15/99 $10,000 $10,000
Extended Due Date 10/15/1999 None
Date Return Filed 10/15/1999 10/15/1999
Tax Paid with Return $10,000 $10,000
Interest (8 percent) $409 $501
FTP Penalty $300 $300
Delinquency Penalty $0 $2,250
Total Interest and Penalties $709 $3,051

Source: TIGTA Analysis.

In this hypothetical example, both taxpayers owed the same
amount of taxes on April 15 and both filed their returns on
October 15 with full payment of the taxes owed. The only
difference between these similarly situated taxpayers is that
Taxpayer A had requested and obtained extensions of time
to file until October 15 and Taxpayer B had not. As a result,
Taxpayer B was 